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Peer Review Costs
By Dale Rafal
Director, AICPA Quality Control Review Division

As this Reporter goes to press, the AICPA’s Quality
Control Review Division and the peer review committees
of both Sections of the Division for CPA Firms are in
the final stages of closing out an active 1982 peer review
season. At the same time the PCPS and the SECPS are
preparing for an equally busy 1983.
As previously reported, both Sections set cost
reduction as a major objective for 1982. This was
achieved to a large extent. As evidenced by the
accompanying table, which includes only reviews by
committee-appointed teams, the average cost of a PCPS
peer review for firms with up to ten professionals was
lower in 1982 than in 1981. The average cost for larger
firms showed no major increase.
Several factors contributed to this successful effort
to control and reduce costs. More experience in
conducting peer reviews, a requirement to justify
significant budget overruns, and keeping reviewer rates
at 1981 levels (based on a study of members’ billing
rates) are probably the three most important factors.

Although substantial progress has been made in
reducing peer review costs, more progress is expected.
The PCPS Executive Committee appointed a task force
to explore different ways to reduce peer review costs. As
a result of the efforts of this task force and of both peer
review committees, several changes are being made to
make peer reviews more effective and efficient and,
therefore, less costly. These changes include:
• Revisions to peer review standards to provide
guidance on the reliance that can be placed on a
firm’s own inspection program;
• Revisions to engagement checklists to remove
duplicative or unnecessary questions; and
• Development of new streamlined compliance review
guidelines for firms that have already had one or
more systems-oriented peer reviews under the
Division’s program.
Exploring ways to reduce peer review costs and to
improve the effectiveness and efficiency of the peer review
program will be an ongoing activity of the PCPS.
Meanwhile, the Section has raised its reviewers’ hourly
rates, effective May 1, by just $5. This is the first increase
in two years.
□

Peer Reviews Conducted By PCPS Committee-Appointed Review Teams
Cost Summary—1982 Peer Review Year

Firm Description

Sole Practitioner, No
Professional Staff
2-5 Professionals
1 Partner
2 or more Partners
6-10 Professionals
11-20 Professionals
Over 20 Professionals
All reviews

Number
of Firms

Average
Number of
Professionals

Low

Average

High

Average
Cost Per
Review—1981

14

1

$ 514

$1204

$2090

$1551

20
35
54
59
25

3
4
8
14
29

630
1201
1055
1530
3275

1729
2129
2915
4886
7933

2967
6329
5081
9619
11393

2171
2318
3237
4681
7904

207

11

Cost Per Review

Notes:

I. Cost includes reviewers’ time charges, AICPA’s 10% administrative fee, and reviewers’ expenses.
2. The 207 reviews include all those conducted by PCPS committee-appointed review teams for which the
costs were fully processed at the time of compilation. Firm-on-firm reviews and reviews administered by
state societies or associations are not included.
3. Hourly billing rates for reviews of firms with less than 20 professionals and no SEC clients were $55 for
team captains, $45 for team members who are partners or proprietors, and $35 for other team members.
For firms with 20 or more professionals and all firms with SEC clients the rates were $10 higher in each
classification. On May 1 all these rates will increase $5.
4. PCPS member firms normally incur these costs once every three years.
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PCPS Membership Statistics
TOTALS
Number of Member Firms
Number of CPAs
in Member Firms
Number of Professionals
in Member Firms

RATIOS
Number of Partners
1
2-5
6-10
11 or more
Number of Professionals
1
2-5
6-10
11-20
21-50
51 or more
Number or Offices
1
2-5
6 or more
Number of SEC Clients
None
1-4
5 or more

March
1983

March
1982

1,701

1,939

56,593

52,630

99,844

96,514

14.9%
60.1
18.4
6.6
100.0%

20.1%
58.3
16.0
5.6
100.0%

5.7%
20.0
23.7
26.2
18.7
5.7
100.0%

7.8%
23.6
23.8
24.2
15.3
5.3
100.0%

71.1%
26.0
2.9
100.0%

72.5%
24.6
2.9
100.0%

82.0%
15.4
2.6
100.0%

83.9%
13.5
2.6
100.0%

the firms with 6-10 Institute members. The Executive
Committee is currently studying several possible ap
proaches to attracting a larger proportion of the smaller
firms.
The statistics compare the current number of mem
ber firms in various size categories with those a year ago.
Last year there were 389 sole practitioners, comprising
20.1 % of the membership. Now there are 252, or 14.9%.
Last year there were 1439 firms with 2-10 partners,
representing 74.3% of the members; now there are 1336,
or 78.5%. Despite the overall attrition, the Section now
has more firms with 6 or more partners than it did
a year ago.
As indicated here a year ago, the decline in the
number of member firms was anticipated. Much of it
resulted from the withdrawal or termination of firms
facing 1982 peer review deadlines.
□

Reviewers Training Course Scheduled
The AICPA is presenting A Guide for Conducting Peer
Reviews in New York on May 4, immediately following
the PCPS Conference. Three state CPA societies have
scheduled similar presentations, using the AICPA
materials. You can get further information by contacting
the societies directly at the numbers shown:

Thursday June 2
Friday June 3
Thursday June 9

Denver
Dallas
Chicago

303/773-2877
214/630-8900
312/346-7957

Each is a full day course priced at $ 100.

Membership Profile
The PCPS membership trends noted in your April 1982
Reporter continued, with some interesting results. The
accompanying statistics indicate that while the number
of member firms decreased 12.3% to 1,701, the number of
CPAs in those firms increased 7.5% to 56,593.
While some of those CPAs have not yet joined the
Institute—we have no way of determining how many—
it is interesting to note that the AICPA’s July 31 annual
report shows that the total number of Institute members
in public practice was 99,141. It seems reasonable
to conclude that about half of the AICPA members in
practice are now with PCPS firms. This suggests that the
Section, with its emphasis on quality practice reinforced
by the peer review requirement, is having an effect on a
substantial number of practitioners and on their clients.
Although the available data are not directly com
parable, an analysis of the PCPS and AICPA mem
bership statistics indicates that just about all the firms
with 26 or more Institute members (including partners
and staff) are in the PCPS, as are almost two-thirds of
those with 11-25 Institute members and about a third of

□

Technical Issues Report
Tax season or not, the Technical Issues Committee
continues to fulfill its advocacy responsibilities. Here
is a report on recent activity.
Audit sampling. Almost three years ago the TIC
had encouraged the Auditing Standards Board to develop
an audit guide on sampling, but urged it not to issue an
SAS on the subject, pointing to a number of sections
in an early draft that they felt indicated a bias in favor
of statistical sampling. In June 1981 SAS No. 39 was
issued on this subject, providing relatively even-handed
guidance on both statistical and nonstatistical sampling.
Still, the SAS introduced several new concepts to
the authoritative literature on auditing. Its effective date,
originally June 1982, was later postponed a year.
Recently, the TIC requested that it be deferred again
“until its requirements, and the procedures necessary to
comply with them, have been communicated effectively
to auditors.” The TIC pointed out that the audit guide
on this topic had not been issued (it came out in March),
and related CPE courses will probably not be available
until July. “An aggressive outreach program is needed
to familiarize CPAs with the Statement’s requirements and
to convince them that they should buy the guide, study it
and use it, attend the courses, train their staffs and update
their firm manuals.” The Board plans to reconsider the
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effective date, and the outcome is not clear as your
Reporter goes to press.

Split level reporting. For several years the TIC has
been following proposals to prohibit reporting on an audit
of one financial statement in combination with a review
or compilation of related financials, and has discussed
this with representatives of two AICPA standard-setting
bodies. The committee feels that many practitioners
will join it in welcoming the news that these proposals
have been dropped.
Accounting standards overload. The Board of
Directors recently considered the report of the Special
Committee on Accounting Standards Overload. The
TIC’s communication to the Board stated in part that
“The major purpose of this letter is to endorse in the
strongest terms the Special Committee’s recommendations
to you, and to urge you to take prompt action in
accordance with them.”
Timely guidance. In December the FASB released
an invitation to comment on the subject of Timely
Guidance on Emerging Issues and Implementation of
FASB Standards. The TIC’s comments to AcSEC
stressed that formal standards should generally be broad,
and “should not define the method of accounting for
transactions in such detail that the standards become
inflexible, overly complex and result in financial
presentation that is not, in all cases, relevant and
understandable. Some judgment should be available . . .
to permit different implementation in different
circumstances. Additional guidance should be provided
in less authoritative form.” The TIC recommended that
the FASB leverage its efforts by asking AICPA to
provide guidance on implementation issues, under
FASB oversight. The TIC also provided a number of
related recommendations on the FASB’s “due process,”
the need for input from all knowledgeable affected parties,
and related matters.
Pension accounting. The TIC expressed to AcSEC
its serious concern about a number of the proposed
accounting requirements presented in the FASB’s
November 1982 preliminary views on Employers’
Accounting for Pensions and Other Postemployment
Benefits. A new comprehensive standard on this subject
is not expected for some time. The TIC plans to monitor
developments closely, and encourages all PCPS members
to do likewise.
Special termination benefits. The TIC recommended
that the FASB’s proposed statement on Accounting for
Special Termination Benefits Paid to Employees not be
issued as a formal statement. “It does not, in fact,
establish any new standard,” the TIC pointed out.
“Instead it is merely an extension of the existing standards
established in APB Opinion No. 8. Guidance of this
nature would be more appropriately provided less

formally. . . .” The TIC commented further that “The
two month exposure is too brief. In the absence of a
real emergency the FASB should always provide more
time for affected individuals and groups to comment on
any proposed new standard. . . .” This observation is
consistent with the TIC’s position on “timely guidance.”
Accounting and audit guides. The TIC established
contact with a new AICPA committee established to
screen and approve proposed projects to develop guides
or statements of position. The TIC provided suggestions
on the criteria the committee should use, and offered to
provide continuing assistance.
□

New Members
Here is a list of firms that have joined the PCPS since the
September 1 Directory of Member Firms was issued.
The list also includes a firm whose membership had been
suspended before the Directory was published, but which
is now a member in good standing.
Acosta Cordova & Pittman, PA

Phoenix, Arizona
Julie K. Affleck

Denver, Colorado
Barbich Longcrier & Company

Bakersfield, California
Charles Barrett & Co.

San Antonio, Texas
Belfint Lyons & Shuman, PA

Wilmington, Delaware
Benneyan Morris Crookshanks & Sprague

Visalia, California
S. Berry, PC

Lubbock, Texas
Bennett Hammack & Associates, Inc., PS

Bellevue, Washington
Benton Benton & Co.

Tacoma, Washington
Bjorlow & Associates

Colorado Springs, Colorado
Charles L. Burke

Stoneham, Massachusetts
Byrne Anfinson & Co., Ltd.

Preston, Minnesota
William K. Campbell and Associates

Prairie du Sac, Wisconsin
Peter N. Chase, PC

Manassas, Virginia
Carlson Lund & Company

Anoka, Minnesota
Clawson & Associates

Omaha, Nebraska
Dana F. Cole and Company

Lincoln, Nebraska
Comins Schenkelberg & Weiner, Inc.

Sherman Oaks, California
Cordle & Co., Inc.

Littleton, Colorado

PCPS Reporter
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Louis J. Costanzo & Associates

Wheeling, West Virginia
Cotton & Company

Alexandria, Virginia
Farrar Germain & Company

Bridgeport, Connecticut
Stephen J. Fogarty

Danbury, Connecticut
Roberto J. Garza

Houston, Texas
Geller Ragans James Oppenheimer & Creel

Orlando, Florida
Glass & Co.

Austin, Texas
Glenn & Vagneur

Colorado Springs, Colorado
Gould & Swanson, PC

Buffalo, New York
Hagen & Palen

Fort Myers, Florida
Haggerty Lampich & Lewis

Washington, District of Columbia
Nesbitt Hagood & Company

Metairie, Louisiana
Hamilton Thomas & Co.

Louisville, Kentucky
John M. Hanson & Company

Denver, Colorado
Henry L. Harmon

Scottsdale, Arizona
Herbein & Sweren

Reading, Pennsylvania
Hoffman & Brobst

Marshall, Minnesota
J. C. Holland & Company

Bowling Green, Kentucky
Kaplan Pollack Gray and Gray

Boston, Massachusetts
Keller Zanger & Company

Frederick, Maryland
Kessler Blum & Company, PC

Queens Village, New York
LaManna Associates

West Lawn, Pennsylvania
Rick C. Larson

Anchorage, Alaska
R. F. Lavigne & Company

Burlington, Vermont
Lawrence Blackburn Cavett & Company

Beaumont, Texas
Levin Cooper Spiegel & Co.

Los Angeles, California
Stephen N. Loyd & Company, PC

Dallas, Texas
Lucas Tucker & Co.

Washington, District of Columbia
Lyle Leffel and Otis, PS

Davenport, Washington
Robert S. Marquez

Albuquerque, New Mexico
McKean Paul Chrycy Fletcher & Co.

Miami, Florida
McMurtrey Watt & Company

Boise, Idaho
Miller and McCollom

Phoenix, Arizona

Miller and Shaver

Vallejo, California
William Justin Miller & Associates

Dallas, Texas
Morris Davis & Co.

Oakland, California
James E. Morrison

Raleigh, North Carolina
Mueller & Sebena

New Berlin, Wisconsin
Wm. B. Mulligan, Jr.

Louisville, Kentucky
Mervin D. Newton, PA

Nashua, New Hampshire
James Ould, Inc.

Richmond, Virginia
Prosser & Prosser, PC

Falls City, Nebraska
Pugh & Company, PC

Knoxville, Tennessee
Riquelmy and Clesi

Houston, Texas
Mark L. Roth

Houston, Texas
Rudolf Cinnamon & Calafato

Ocean, New Jersey
Sappington Simmons & Hopkinson

San Jose, California
Schulte Klein Gaeddert & Agler, Chtd.

Ottawa, Kansas
Schulz and Company

Denver, Colorado
Schumacher Beichle & Assoc., Inc.

Englewood, Colorado
John M. Sklenar

Audubon, Idaho
Gerald J. Smith

Mitchell, South Dakota
M. Michael Smith & Co.

Corpus Christi, Texas
Fred N. Sparks, Jr.

Tucson, Arizona
Sturgill Rager & Lehman, Chtd.

Westminster, Maryland
Tetrick Bartlett & Co.

Clarksburg, West Virginia
Ernest Thomas

Riverdale, New York
Thrasher & Pinkerton

Houston, Texas
Trainer Wright and Associates

Huntington, West Virginia
Stephen Weinstein

Guilford, Connecticut
Wells and Stanley

Palatka, Florida
Clarence White

Richmond, California
Robert W. Williams

Mason City, Idaho
Wintch Thorinson and Company

Everett, Washington
Wolf & Company Midwest

Elmhurst, Illinois
Young Waldrep & Co., PC

Muleshoe, Texas
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TIC Chairman Named “Accountant
Advocate of the Year”

RFPs Call for Information About Division
Membership

The U.S. Small Business Administration has named
Technical Issues Committee Chairman Sandra A. Suran
the Accountant Advocate of the Year. According to the
SBA, “Suran was chosen from a field of 24 nominees
for her outstanding work in improving the financial
climate for small firms. She has spent thousands of hours
over the past five years in attempting to reduce financial
reporting requirements for non-public companies,
improving the cost/benefit of reporting requirements
and providing more information to the users of financial
statements of privately held companies.”
Suran is a partner in Suran & Company, of Portland,
Oregon. Second place in the accountant advocacy
competition was awarded to Thomas E. Rodriguez, of
Denver. Mr. Rodriguez is president of Rodriguez,
Roach and Associates, another PCPS firm.
In addition to chairing the TIC, Suran is vice
president of the National Association of State Boards of
Accountancy and a member of AICPA’s Council. She
will be honored, along with seven other small business
advocates, at ceremonies in Washington during National
Small Business Week, May 8-14.
□

In recent years the Section has heard a number of reports
that some government agencies’ requests for proposals
are requiring information about whether a firm is a
member of the Division. However, until now no copies
of such RFPs have been received.
A member in Kentucky recently sent us a request
for audit proposals covering twenty separate funds and
accounts. The RFP, issued by a county government,
includes the following paragraphs.

Video Journal Focuses on Small
Business Audits

auditors every three years.) The notice specified that
“Preference will be given to firms that are members of the
Private Companies Practice Section of the AICPA.”
□

Proposals from small business concerns and/or
consortiums of small business firms, and firms that are
members in good standing in either the SEC and/or
Private Companies Practice Section of the AICPA’s
division of firms (especially firms that have undergone
the required peer review) will be given preference in the
award of the audit contract.. . .
Proposals should indicate whether they are small
business concerns or a consortium of small business
firms, and if applicable, provide documentation of
membership (and peer review examination) in either
practice section of the AICPA’s division of firms.
More recently, a midwestern state CPA society’s
December newsletter requested proposals for the
society’s annual audit. (The society’s policy is to change

The AICPA has announced a new videotape entitled
Internal Accounting Control and Small Business Auditing
Engagements. It explains the steps required for conducting
a minimum study and evaluation of internal accounting
control in a small business engagement.
The program grew out of a research study on audit
problems encountered in small business engagements.
The study (AICPA’s Auditing Research Monograph 5)
found that there is widespread confusion about what is
and is not required in the study and evaluation of internal
control. SAS No. 43 clarified the requirements by revising
some of the language in Section 320 of SAS No. 1. The
videotape explains clearly what constitutes a “minimum”
study and evaluation, and what documentation is needed.
When the auditor decides not to rely on the client’s
controls, all that is needed in the workpapers might be a
short memorandum or a reference to an overall firm
policy regarding such situations.
The tape, featuring Dan Guy, AICPA’s Director of
Auditing Research, and Alan Winters, Associate Professor
of Accounting at Louisiana State, runs 18 minutes.
When followed by an appropriate discussion period, it
qualifies for one hour CPE credit.
This videotape is part of the CPA Video Journal
series, which also includes titles such as Audit Sampling
and Audits of Small Business and Microcomputer
Accounting Applications. Each release is $50, which
includes a discussion guide. To order, or for more
information, contact Teresa Zimmerer at the AICPA.

□

Executive Committee Appointments
Unlike almost all other AICPA committees, the PCPS
Executive Committee is composed of member firms, not
individual AICPA members. The Committee’s roster was
published in the October 1982 Reporter. Since then,
two of the firms have merged into larger firms, creating
vacancies on the Committee.
The unexpired term of Murphey Jenne & Jones will
be served by Bristol Leisenring Herkner & Company.
Charles H. Bristol of Kalamazoo, Michigan will
represent his firm on the Committee.
The unexpired term of Blankenship Summar and
Associates will be served by Crowe Chizek and Company,
which will be represented by Ronald S. Cohen of South
Bend, Indiana.
□
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